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THE FINANCIAL SITUATION

A Dander who ha sometWne more than-
a local reputation sagacity said lost
week that If the peace between
Russia and Japan were being conducted-
In Europe rather than in this country our
stock market would pay comparativelyl-
Utle attention to them The Idea was that
the with which our newspapers have
been enabled to give a great deal of apace
to the proceedings of the conference had
caused the affair to loom larger in the
Well Street mind than it should and that If
Berlin or Vienna or perhaps even as was
at one time suggested the plains of Man
ohuriA had been the scene of the parley
Wall Street would have paid as little at-
tention to the matter it did to the progress-
of the various skirmishes and battles be
tween the Russian and Japanese forces
during the last eighteen months

Despite the varying news from Ports-
mouth during the week the stock market
up to the latter part of the period gained-
In strength the true reason therefor being
of course the force of underlying condi-
tions which careless of day to day buying-
or selling based on the ebb and flow of
peace rumors pushed prices to a higher
level There was no great increase of com-
mission bouse business and the notable
advances in prices then made were
the result of the activity of pools and
cliques But manipulation of this kind
la a familiar feature of all riling markets
and la deserving of criticism from a
common sense point of view unless it is
pushed to an extreme In one case ad-

mittedly this extreme was reached last
week and the incident produced a bad
effect Inflnanclal circles This was a reck-
less bidding up cf Reading common stock
so that fears of a corner In the stock were
justly excited and the whole market was
thrown info a feverish and unsettled state
The best information is that there la no
corner In Reading and that the rise of the
stock in the last month has merely repre
sented speculation for the advance in It
by daring operators who have found that
the lookup of the shares that has taken
place owing to the large quantity of the
issue put away for Inveotmont made it
easy to jam the price of Reading

upon comparatively small purchases
There Is no doubt that in this prooess a
good deal of money has been loet in Reading-
by speculators for the decline and as the
end of the operation is not yet It remains
to be seen will be finally
made out of it by the speculators for the
rise The wisdom of the purchases of
Reading stock in the by which the
continuance of the present management
was unalterably secbred is now apparent
Had it not been for these purchases there
might very well now be a strife for the
control of Reading In the open market
which would really result in another
Northern Pacific corner All this how-
ever serves to set forth clearly the nature
of the powers that have recently been ex
ertlng themselves in business and finance
There has been an appreciation by Investors
and also of course by speculators of the
value of the equities present and pro-
spective arising in this country from the
ownership of its iron and steel mills its
coal andirbn mines its railroad properties
its farm lands and all Its other great estab-
lished industries These equities were
formerly merely potential as in the case
of the Reading the demand for various
products and business
than the supply thereof owing mainly-
to the scarce population of
but now that our country and for that
matter the entire world is
with people and that business baa Bu-
ffered a vast expansion these dead assets
have been transformed into live ones
and the transformation ha taken place-
in many instance almost In the twinkling
of an eye The tht
consumption still surpasses production
expresses it all

It Is time howeverfor word of caution-
It is to be remembered that a security
market baa two great side those of specu-
lation and Investment and that the fact
that fundamental conditions are sound
and aeem on the whole to be making for a
higher range of prices does not preclude
the possibility of sharp fluctuations in
quoted values owing to the operation of a
variety of temporary causes Speculative
buying of stocks conducted upon mar
SD and by far the greater portion of
those who Indulge In it have not means
of making payments infull foreir pur-
chase There 1hence a volume of pure
credit created nervously-
even though tb main current of values
till movM on in on direction At a-

very high range of price tb t 1

naturally a gratr Inflation of credit sad a
greater general market enaitlvenet
than on other occasion and uob
periods prudent operator the rise
particularly if a season of yiar approaches
when condition are normally
to an advancing took market than at other
times usually tbelr mmltment
We have just been witnessing striking
exemplification of the rule well known
to speculator that In August stock market
prices tend to rise owing the fact that
in this month the prospect of the harvests
gets tobe definitely that
thl prospectis usually such aa to inspire
confidence But another rule is also
that in September some recession prices
usually occurs and this Is due to the cir-

cumstance for the rise
are then often oompelledto pay higher
rate for the ue of moneybecause of the
drain of fund from the speoulatlvecenter
brought about by the demand for money
for crop moving a striking
exception to this in September last year
when owing to the extraordinarily large
surplus reserve of the Clearing House
banks here the drain
though occurred a usually
felt But this yearthe bonk surplus here
14 very low andlsecurity prlopB are very
high while analysis last Teturn of

the country-
to the Comptroller of the show
that astate of heavy loan expansion and
low surplus reserve Is general and that

banks We more poorlyequipped to meet
the seasons necessities than they were

In 1KB There Is little doubt that no
great rise in money rates willbe required-
to briug gold here from Europe and the
weight of banking authorityitfll inclines
to the view that the will not
be such a give bankers call
trouble this year But there laoften a dif-

ference between trouble as understood by
bikers and as understood by speculators

such the Reading affair
irrthe stock market lost week raisea plain
warning against the dangers of undue
speculation and that It is possible-
for any financial
the generrJ heals on which it rests to be
come top heavy cad overbought

All development in business last week
were of a favorable character The
weather
the harvesting of wheat made good progress
and thoIeoaihgWifsl rn agrioulturaljoumal
declared now
Buronoe of the largest corn crop ever gath-
ered while of equal the
uMdned crakiprioet to j
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the certainty crop disaster abroad
will make European demands upon
surplus of these commodities larger than
ever this year There is little to say about
iron and steel save that indications have
become more pronounced of the prosperity
of the business The United States Steel
Corporation bs every it furnaces
in blast and yet has been forced toi enter
the market again as a purchaser fit
for steel making purposes The pig Iron
market Is not it seems so strong as that
for steel makingIron and the features of
the steel business are the heavy orders from
the railroads forsteel rails sup-
plies and from general consumers for struc-
tural iron by the growth Of building

Plins
for new buildings on Manhattan Island
alone first half of the yearrepre
sent ah estimated cost of over 00000000-
an against 84000000 and 80000000 for the
whole of theyears of 1904 and 003 This
means that building is going on here at the
rate of 125000000 a year In leading
cities throughout much

state of is Shown
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